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STANDARDIZATION OF TAX FORMS

Any effort toward the revision of tax return forms
should have as its objective the adoption of forms and schedules

that will be usable, without change, for more than a one-year
period.

It appears that most of the changes are changes of

substance, and the cost to the taxpayer and tax practitioner of

adjusting to new forms each year is considerable.

With this

overall goal in mind the following specific suggestions are

made .

1.
Consideration should be given to issuing forms such

as Form 2106 (Statement of Employee Business Expense), 2948
(Medical and Dental Expense Statement), 3468 (Computation of
Investment Credit), and 3903 (Moving Expense Adjustment) with

the year shown blank and provision made for the applicable

year to be typed or printed on the form.

In this way the forms

could be used from year to year.
2.

Although it is understood that complete uniformity

is impracticable, the items of income and expense on Forms

1120, 1120-S, 1065 and 1040 Schedule C should be standardized
to require the same Information.
3.

Ease and simplicity in preparing tax returns would be
served if the principle of standardization would be extended

to depreciation schedules in all business returns and to the
assets and liabilities sections of balance sheets on all

business returns.

It is also suggested that there be
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incorporated in business returns a reconciliation of opening
and closing balances of property and reserve accounts.

4.
Preparation of tax returns would also be facilitated
if forms were printed so that they can be read by turning

the pages from bottom to top (and on 8½ x 11 size paper) .
DELETION OF UNNECESSARY ITEMS
Tax forms contain many requests for information and

require answers to questions which appear to have negligible value
in the collection of the revenue and are often duplications of
information supplied elsewhere on the form.

Nonetheless,

considerable expenditures of time and money are made by practi

tioners and taxpayers to supply the required information and
answers.

The following items appear unnecessary to the function

of tax return preparation and could well be deleted from the

forms.
Form 709

1.
Questions - All of the questions in Section A, page 1

appear to be redundant.

The taxpayer (or practitioner) must

have recognized the necessity for filing or the return would
not have been prepared; and the gift is described in Schedule A
on page 2.

Form 1040

2.
Taxpayer Address - Each page of the completed Form

1040 (including supplementary schedules) requires the taxpayer's
name (and the name of his spouse, if a joint return) and his

_

full address.

_

Since records are keyed to the taxpayer identi

fication number, it would appear that only the taxpayer's name
and the number on each page after page one should be necessary.

3.

Taxpayer's Last Year Address - A question on the first
page of Form 1040 asks the taxpayer to indicate if his last
year's address is the same as his current address.

Rather than

write "same" in the space provided it would be simpler to check
a box if the address was the same as is done with expense
account information on page 2.

4.
Present Employer Information - Insufficient space is

provided on page 1 of Form 1040 for the information as to the

taxpayer's present employer and wife's present employer and
both employers' addresses.

Indeed, since the W-2 forms usually

supply this information, the request for it on the return appears
to be superfluous.
5.

Reporting of Interest Income - The required detail
of the sources of interest income reported by the taxpayer at
Part II, line 2 page 2 of Form 1040 appears to be unnecessary.

In many instances taxpayers will not accurately distinguish
between bank interest from a mutual savings bank, a savings and

loan association or "deposits other than mutual savings."

the information provided may well be inaccurate.

Thus,

Furthermore,

the space provided for reporting interest is inadequate and

much of this space is taken up with instructional material.

It

is suggested that more space be provided by removing the subtotal

_ 4 _
lines and eliminating the instructions so that all interest can

be listed with a single total.

6.
Reporting of Contributions - It appears that line 2,

of the "contributions” portion of Part IV on Form 1040 is
unnecessary.

This item could be reported in the space above

and properly designated in accordance with instructional material.
This would provide more space for reporting cash contributions .

7.

Form 1120

Business Code Number - Due to the large degree of

diversification present in Industry today the listing of a
business code number, Form 1120, is impractical and also mis

leading if it is intended that the number be used for statistical
purposes.

8.
Corporate Seal - Is there a need for the corporate
seal on Form 1120?

The required task of imprinting the seal

is time consuming and should be eliminated.

9.
Question G, Total Assets - This figure already
appears in the balance sheet on Form 1120.

The additional

request requires duplication of effort.
10.

Question J - Is Question J on page 3 of Form 1120
regarding renegotiation act contracts necessary?

-
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11.

Analysis of Bad Debt Reserve - There appears to be
some question as to the need for the six-year analysis or

reconciliation of the Bad Debt Reserve account as required on
Schedule F, page 2 of Form 1120 and Schedule H, page 2 of Form

1065.

The requirement imposes an arduous task on taxpayers and

practitioners.
12.

Form 7004

Reason for Application - The extension of time for
filing corporation income tax returns is automatically granted
under Section 6081(b).

It appears therefore, that no useful

purpose is served by requiring on Form 7004 that the corpora
tion supply a reason for the application for an extension of

time.

Also, the information as to various credits under item

4(a) does not appear to be necessary since the entire concept is
one of estimations.

SUGGESTED MODIFICATIONS OF PRESENT FORMS

1.

Form 1040

More Space Needed on Form 1040 - The arrangement on

page 2, Form 1040 does not permit the reporting of all pertinent
Income and deduction Information on the tax form itself.

This

fact imposes on taxpayers and practitioners the burden of pre
paring supplementary schedules.

A possible solution to this problem is to rearrange
page 2 of Form 1040 by removing all Income items and using the

available space to permit expanded reporting of deduction
information.

The Income information from page 2 of Form 1040
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should be placed on a new Schedule B along with the income items

which now appear on that schedule.

Also to be included on the

new Schedule B would be a summary schedule of the income
reported in detail on Schedules C, D and F.

This arrangement

would permit greater space for the reporting of income.

The Retirement Income Credit material would be placed

on a separate schedule with expanded instructional material.

2.
Reference to Income Averaging - To help create tax
payer awareness of the benefits and availability of income
averaging and to assist in tax return preparation, specific

reference should be made on the face of Form 1040 to the tax

computed as a result of income averaging.

3.
Underpayment Penalty - Space should be provided on

the face of Form 1040 for indicating the penalty due for under
payment of estimated tax.

4.
Signature - The signature lines for taxpayer and
preparer should be a solid line.

5.
Schedule B - The title of Part III on page 1 of
Schedule B reads:

or Trusts, Etc."

"Income or Losses From Partnerships, Estates
The remainder of Part III provides little more

than a line to report the name, address and nature of income
from each of the categories:

Partnerships, Small Business

Corporations (Subschapter S) and Estates or Trusts.

It is
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suggested that the title line of Part III be changed to read:

"Income or Losses From Partnerships, Estates or Trusts and

Small Business Corporations (or use the designation Subchapter
S corporations).
Also, eliminate the designations on lines 1, 2 and 3 of

Part III.

This would allow sufficient space for taxpayers with

income from varying combinations of these entities to report this
income on the tax return and not force the use of an additional
schedule.

For example, an individual having income from three

partnerships, one Subchapter S corporation and two estates or

trusts would have sufficient space on the return to report this

income as well as the name, address and nature of the entity from

which the income was derived.
6.
Revise Schedule D - To simplify the preparation of

Schedule D, it is suggested that Part II (Gain from Disposition

of Depreciable Property Under Sections 1245 and 1250) on page 1
of the Schedule be put on page 2.

Part IV on page 2 (Total Gains

or Losses From Sale or Exchange of Property) and the Alternative
Tax Computation on page 2 could then be moved to page 1.

This

would place the more commonly used portions of Schedule D on
the face of the Schedule and leave page 2 for use only by those

with Sections 1245 and 1250 gain and gain from property other
than capital assets.

Also, lines 2 and 6 of Part I, Schedule D should be

expanded to include Subchapter S corporations.
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7.
Schedule G - Income Averaging - To lessen confusion

in the preparation of Schedule G of Form 1040, the lines should

be numbered consecutively and the designation of Parts I, II and
III should be eliminated.

Thus, when figures are brought from

one line to another the taxpayer could more easily refer to

the line(s) Involved without having to determine whether the

line was located in the correct "Part" of the Schedule.

8.

Form 1065

Schedule K - Space should be provided on Schedule K,

page 3 of Form 1065 to report the partners' shares of contribu
tions made by the partnership.

9.

Schedules K and M - To permit greater ease in prepar
ing Form 1065, Schedule K on page 3 (Partners' Shares of Income,

Credits and Deductions) and Schedule M on page 4 (Reconciliation
of Partners' Capital Accounts) should be combined.

Form 1120

10.

Question L - The line numbers for the respective years

should be indicated to avoid confusion as to the appropriate
figures.

Form 1120-S

11.

Analysis of Retained Earnings Schedule - There should
be provided on Form 1120-S a schedule for the analysis of

retained earnings somewhat similar to Schedule M-2 on page 4

of Form 1120.

The added schedule should be divided into two

parts, one for retained earnings prior to the election of
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Subchapter S status and the other for retained earnings after

such election.

This would permit a current record of retained

earnings for the pre- and post-election periods.

Form 2106

12.

Line

7,

Page 1 - Line 7 should be changed so that the

information presented would appear on two lines.

arrangement is confusing.

The present

The reporting of excess expenses, if

that is the result, would appear on a separate line and the same

would be true for excess employer payments.

Form 2210

13.

All exception computations on lines

6, 7, 8 and 9

should be on page 1, replacing the explanation section which
could be transferred to the reverse side.

Such a change would eliminate the necessity of complet
ing page 2 except where the penalty is computed; and the exception
schedule should precede the computation of the underpayment.

Form W-2

14.

Rearrange - In order to facilitate the preparation of W-2 forms
from information appearing on payroll records, etc., the W-2

form should be arranged so that total compensation appears first
from left to right followed by withholding tax deducted, FICA
tax deducted, etc.

This is the usual manner in which payroll

records are maintained.

